WEDNESDAY,  DECEMBER  15,  1971 


WASHINGTON,  D.C. 

Volume  36  ■  Number  241 

PART  II 


DEPARTMENT  OF 
THE  TREASURY 

Fiscal  Service 


U.S.  SAVINGS  BONDS, 
SERIES  H 

Exchange  Offering 


No.  241— Pt.  n - 1 


23856 

Title  31— MONEY  AND 
FINANCE:  TREASURY 

Chapter  II — Fiscal  Service, 
Department  of  the  Treasury 
SUBCHAPTER  B — BUREAU  OF  THE  PUBLIC  DEBT 

PART  339— EXCHANGE  OFFERING 
OF  U.S.  SAVINGS  BONDS,  SERIES  H 

The  regulations  set  forth  in  Treasury 
Department  Circular  No.  1036,  dated  De¬ 
cember  31,  1959,  as  amended  (31  CFR 
Part  339) ,  are  hereby  further  revised  and 
amended,  and  issued  as  the  first  revision, 
effective  January  1,  1972,  as  follows: 

Sec. 

339.0  Offering  of  Series  H  bonds  In  exchange 
for  Series  E  bonds  and  savings  notes. 

339.1  Definitions  of  words  and  terms  as  used 

in  this  circular. 

339.2  Denominations. 

339.3  Exchanges  with  privilege  of  deferring 

reporting  of  Interest  for  Federal 
income  tax  purposes. 

339.4  Exchanges  without  tax  deferral. 

339.5  Governing  regulations. 

339.6  Fiscal  agents. 

339.7  Preservation  of  rights. 

339.8  Reservation  as  to  terms  of  offer. 

Authority  ;  The  provisions  of  this  Part  339 
issued  under  sections  18.  20,  and  22  of  the 
Second  Liberty  Bond  Act,  as  amended  (40 
stat.  1309,  48  stat.  343,  49  Stat.  21.  73  Stat. 
621,  all  as  amended;  31  U.S.C.  753,  754b, 
757c),  and  5  U.S.C.  301. 

§  339.0  Offering  of  Series  H  bonds  in 
exchange  for  .Series  E  bonds  and 
savings  notes. 

The  Secretary  of  the  Treasury,  pursu¬ 
ant  to  the  authority  of  the  Second  Liberty 
Bond  Act,  as  amended,  hereby  offers  to 
the  people  of  the  United  States,  U.S.  Sav¬ 
ings  Bonds  of  Series  H  in  exchange  for 
outstanding  U.S.  Savings  Bonds  of  Series 
E  and  UB.  Savings  Notes  (freedom 
shares)  without  regard  to  the  annual 
limitation  on  holdings  for  the  Series  H 
bonds.  The  Series  H  bonds  offered  here- 
imder  are  those  described  in  Department 
Circular  No.  905,  current  revision,  except 
as  otherwise  specifically  provided  herein. 
This  offering  will  continue  until  termi¬ 
nated  by  the  Secretary  of  the  Treasury. 

§  339.1  Definitions  of  words  and  terms 
as  used  in  this  eireular. 

Unless  the  context  otherwise  requires 
or  indicates: 

(a)  “Securities”  mean  outstanding  U.S. 
Savings  Bonds  of  Series  E  and  U.S.  Sav¬ 
ings  Notes  (freedom  shares). 

(b)  “Owner”  means  an  owner  of  secu¬ 
rities,  except  a  commercial  bank  in  its 
own  right  (as  distinguished  from  a  repre¬ 
sentative  or  fiduciary  capacity)  and  a 
nonresident  alien  who  is  a  resident  of  an 
area  with  respect  to  which  the  Treas¬ 
ury  Department  restricts  or  regulates 
delivery  of  checks  drawn  against  funds  of 
the  United  States  or  any  agency  or  in¬ 
strumentality  thereof.  The  term  includes 
a  registered  owner,  whether  or  not  a 
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natural  person,  either  coowner  (but  only 
the  “principal  coowner”  if  Series  H  bonds 
are  requested  in  a  form  of  registration 
different  from  that  on  the  securities  sub¬ 
mitted),  a  surviving  beneficiary,  or  any 
other  person  who  would  be  entitled  to  re¬ 
issue  under  the  regulation  governing  U.S. 
Savings  Bonds,'  such  as,  but  not  limited 
to,  any  person  entitled  to  succeed  to  the 
estate  of  a  deceased  owner. 

(c)  “Commercial  bank”  means  a  bank 
accepting  demand  deposits. 

(d)  “Interest”  means  the  increment 
in  value  on  Series  E  savings  bonds  and 
on  savings  notes. 

(e)  “Principal  coowner”  means  a  co¬ 
owner  who  purchased  the  securities  sub¬ 
mitted  for  exchange  with  his  own  funds 
or  received  them  as  a  gift,  legacy  or  in¬ 
heritance  or  as  a  result  of  judical  pro¬ 
ceedings  and  had  them  reissued  in  co- 
ownership  form,  provided  he  has  re¬ 
ceived  no  contribution  in  money  or 
money’s  worth  from  the  other  coowner 
for  designating  him  on  the  securities. 

§  339.2  DiMiotninationN. 

Series  H  bonds,  available  for  use  here- 
imder,  are  in  denominations  of  $500, 
$1,000,  $5,000  and  $10,000. 

§  339.3  Exchanges  with  privilege  of  de¬ 
ferring  reporting  of  interest  for  Fed¬ 
eral  income  tax  purposes. 

(a)  Tax-deferred  exchanges.  Pursuant 
to  the  provisions  of  section  1037(a)  of 
the  Internal  Revenue  Code  of  1954,  the 
Secretary  of  the  Treasury  hereby  grants 
to  owners  who  have  not  been  reporting 
the  interest  on  their  securities  on  an  ac¬ 
crual  basis  for  Federal  income  tax  pur¬ 
poses  the  privilege  of  exchanging  such 
securities  for  Series  H  bonds  and  of  con¬ 
tinuing  to  defer  reporting  of  the  interest 
on  the  securities  exchanged  (except  in¬ 
terest  referred  to  in  paragraph  (b)(5) 
of  this  section)  for  Federal  income  tax 
purposes  to  the  taxable  year  in  which 
the  Series  H  bonds  received  in  exchange 
are  disposed  of,  are  redeemed,  or  have 
reached  final  maturity,  w'hichever  is 
earlier.* 

(b)  Rules  governing  the  exchange.  (1) 
Exchange  subscription  Form  PD  3253, 
completed  and  executed  in  accordance 
with  the  instructions  thereon,  the  securi¬ 
ties,  any  cash  difference  (see  subpara¬ 
graph  (3)  of  this  paragraph),  and  any 
supporting  evidence  which  may  be  re¬ 
quired  under  the  governing  regulations* 


*  Department  Circular  No.  530,  current  re¬ 
vision  (31  CFR  Part  315).  C<^les  may  be 
obtained  from  any  Federal  Reserve  Bank  or 
Branch  or  the  Bureau  of  the  Public  Debt, 
Washington.  D.C.  20220. 

*The  interest  paid  semiannually  by  check 
on  all  Series  H  bonds,  whether  issued  In 
exchange  under  this  or  any  other  section,  or 
otherwise,  is  subject  to  the  Federal  Income 
tax  for  the  taxable  year  in  which  It  Is  re¬ 
ceived. 

*  For  example,  a  beneficiary  named  on 
Series  E  bonds  would  have  to  submit  proof 
of  the  death  of  the  registered  owner  in  order 
to  exchange  such  bonds  for  Series  H  bonds. 


may  be  presented  or  forwarded  to  any 
authorize  agency.* 

(2)  A  Series  H  bond  issued  upon  ex¬ 
change  will  be  registered  in  the  name  of 
the  owner  of  the  securities  submitted  in 
any  authorized  form  of  registration. 
However,  the  “principal  coowner”  must 
be  named  as  owner  or  coowner. 

( 3 )  The  total  current  redemption  value 
of  the  securities  submitted  for  exchange 
in  any  one  transaction  must  amount  to 
$500  or  more.  If  the  total  current  re¬ 
demption  value  is  in  an  even  multiple  of 
$500,  Series  H  bonds  must  be  requested  in 
that  exact  amount.  If  the  total  current 
redemption  value  exceeds  $500,  but  is  not 
in  an  even  multiple  of  $500,  the  owner 
has  the  option  of  furnishing  cash  nec¬ 
essary  to  obtain  Series  H  bonds  of  the 
next  higher  $500  multiple,  or  of  receiv¬ 
ing  payment  of  the  difference  between 
the  total  current  redemption  value  and 
the  next  lower  multiple  of  $500.  For  ex¬ 
ample,  under  the  rules  prescribed  in  this 
circular,  if  the  securities  submitted  for 
exchange  in  one  transaction  total 
$4,253.33  current  redemption  value,  the' 
owner  may  elect  to: 

(i)  Receive  $4,000  in  Series  H  bonds 
and  the  amount  of  the  difference,  $253.33, 
or 

(ii)  Pay  the  difference,  $246.67,  neces¬ 
sary  to  obtain  $4,500  in  Series  H  bonds." 

(4)  Any  amoimt  paid  to  the  owner  as 
a  cash  adjustment  (as  in  subparagraph 
(3)  (i)  of  this  paragraph)  must  be 
treated  as  income  for  Federal  income  tax 
puriJoses  for  the  year  in  which  it  is  re¬ 
ceived  up  to  an  amoimt  not  in  excess  of 
the  total  interest  on  the  securities 
exchanged.* 

(5)  Each  Series  H  bond  issued  under 
this  section  will  be  stamped  “EX”  or 
“EIXCH”  to  show  that  it  was  issued  upon 
exchange.  Each  bond  also  will  bear  a 
legend  showing  how  much  of  its  issue 
price  represents  interest  on  the  securities 
exchanged.  This  interest  must  be  treated 


*  Agents  authorized  to  pay  Series  E  bonds 
and  savings  notes  are  authorized  to  accept 
and  handle  exchange  subscriptions  submit¬ 
ted  by  natural  persons  whose  names  are  in¬ 
scribed  on  the  face  of  the  bonds  and  notes 
as  owners  or  coowners  in  their  own  right. 
However,  as  agents  of  subscribers  they  may 
forward  any  exchange  subscription  to  a  Fed¬ 
eral  Reserve  Bank  or  Branch  or  the  Securi¬ 
ties  Division,  Office  of  the  Treasurer  of  the 
United  States.  Washington,  D.C.  20220,  for 
acceptance  and  handling. 

“If  a  paying  agent  accepts  a  subscription 
solely  for  the  purpose  of  forwarding  it,  or 
if  the  owner  forwards  it  direct,  to  a  Federal 
Reserve  Bank  or  Branch  or  to  the  Office  of 
the  Treasimer  of  the  United  States,  the  re¬ 
mittance  for  the  difference,  by  check  or  other 
form  of  exchange  (which  will  be  accepted 
subject  to  collection) ,  must  be  drawn  to  the 
order  of  the  Federal  Reserve  Bank  or  the 
Treasurer  of  the  United  States,  as  the  case 
may  be.  The  remittance  must  accompany  the 
subscription  and  the  securities  to  be  ex¬ 
changed. 

*  The  amount,  if  any,  paid  to  the  owner  in 
excess  of  the  Interest  is  a  repajunent  on  ac¬ 
count  of  the  purchase  price  of  the  securities 
exchanged,  not  Income. 
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as  income  for  Federal  income  tax  pur¬ 
poses  for  the  year  in  which  the  Series  H 
bond  is  redeemed,  is  disposed  of.  or 
finally  matures,  whichever  is  earlier. 

(6)  The  Series  H  bonds  will  be  dated 
as  of  the  first  day  of  the  month  in  which 
the  securities,  the  exchange  subscription, 
any  necessary  cash  difference  and  sup¬ 
porting  evidence,  if  any,  are  accepted  for 
exchange  by  an  authorized  agency. 

§  339.4  Exchanges  without  tux  deferral. 

Exchanges  by  owners  who  (a)  report 
the  interest  on  all  of  their  seciu-ities  an¬ 
nually  for  Federal  income  tax  purposes, 
or  (b)  who  elect  to  report  all  such  inter¬ 
est  in  the  year  of  the  exchange,  or  (c) 
who  are  tax-exempt  imder  the  provisions 
of  the  Internal  Revenue  Code  of  1954 
and  the  regulations  issued  thereunder, 
will  be  handled  in  the  same  manner  and 
will  be  governed  by  the  rules  prescribed 
for  exchanges  under  §  339.3.  However, 
the  Series  H  bonds  will  not  bear  the 
legend  referred  to  in  §  339.3(c)(5).  Any 
part  of  the  cash  adjustment  received 
which  represents  interest  previously  re¬ 
ported  for  Federal  income  tax  purposes 
need  not  be  accounted  for.  The  Series  H 
bonds  may  be  registered  in  the  name  of 
the  owner  of  the  securities  submitted  in 


exchange  in  any  authorized  form  of 
registration. 

§  339.5  Governing  regulations. 

All  Series  H  bonds  issued  under  this 
circular  are  subject  to  the  regulations, 
now  or  hereafter  prescribed,  contained 
in  Department  Circular  No.  530,  current 
revision  (Part  315  of  this  chapter). 

§  339.6  Fiscal  agents. 

Federal  Reserve  Banks  and  Branches, 
‘  as  fiscal  agents  of  the  United  States,  are 
authorized  to  perform  such  services  as 
may  be  requested  of  them  in  connection 
with  exchanges  imder  these  regulations. 

§  339.7  Preservation  of  rights. 

The  provisions  of  Treasury  Depart¬ 
ment  Circulars  Nos.  530,  653,  and  905,  as 
currently  revised,  are  hereby  modified 
and  amended  to  the  extent  that  they  are 
not  in  accordance  with  this  circular. 
However,  nothing  contained  herein  shall 
limit  or  restrict  rights  which  owners  of 
Series  H  bonds  received  in  earlier 
exchanges  have  heretofore  acquired. 

§  339.8  Reservation  as  to  terms  of  offer. 

The  Secretary  of  the  Treasiu^  reserves 
the  right  to  reject  any  exchange  sub¬ 


scription  for  Series  H  bonds,  in  whole  or 
in  part,  and  to  refuse  to  issue  or  permit 
to  be  issued  hereunder  any  such  bonds 
In  any  case  or  any  class  or  classes  of  cases 
if  he  deems  such  action  to  be  in  the 
public  interest,  and  his  action  in  any 
such  respect  shall  be  final. 

The  foregoing  revision  and  amendment 
is  made  for  the  purpose  of  granting  to 
owners  of  savings  notes  the  same  privi¬ 
lege  afforded  owners  of  Series  E  savings 
bonds  for  exchanging  their  securities  for 
Series  H  bonds  with  or  without  tax  de¬ 
ferral.  As  good  cause  exists  for  making 
this  change,  which  involves  public  prop¬ 
erty  and  contracts  relating  to  the  fiscal 
and  monetary  affairs  of  the  United 
States,  I  find  that  notice  and  public  pro¬ 
cedures  are  unnecessary.  This  action  is 
effected  under  the  provisions  of  sections 
18,  20,  and  22  of  the  Second  Liberty  Bond 
Act,  as  amended  (40  Stat.  1309,  48  Stat. 
343,  49  Stat.  21,  73  Stat.  621,  all  as 
amended;  31  U.S.C.  753,  754b,  757c),  and 
5  U.S.C.  301. 

Dated:  December  7, 1971. 

[seal]  John  K.  Carlock, 

Fiscal  Assistant  Secretary. 

[FR  Doc.71-18168  Piled  12-14-71:8:45  am] 
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The  Manual  describes  the  creation 
and  authority,  organization,  and 
functions  of  the  agencies  in  the 
legislative,  judicial,  and  executive 
branches. 

Most  agency  statements  include 
new  “Sources  of  Information” 
listings  which  tell  you  what  offices 
to  contact  for  information  on 
such  matters  as: 

•  Consumer  activities 

•  Environmental  programs 

•  Government  contracts 

•  Employment 

•  Services  to  small  businesses 

•  Availability  of  speakers  and 
films  for  educational  and 
civic  groups 

This  handbook  is  an  indispensable 
reference  tool  for  teachers,  students, 
librarians,  researchers,  businessmen, 
and  lawyers  who  need  current 
official  information  about  the 
U.S.  Government. 
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